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ENGROSSED SUBSTI TUTE SENATE BI LL 5275

St ate of WAshi ngt on 59th Legislature 2005 Regul ar Sessi on

By Senate Conmittee on Financial Institutions, Housing & Consuner
Protection (originally sponsored by Senators Fairley, Benton, Regal a,
Kline, Franklin and Mulliken)

READ FI RST TI ME 02/ 03/ 05.

AN ACT Relating to prohibiting the use of consuner credit histories
for personal insurance renewal decisions; anmending RCW 48. 18. 545; and
provi ding an effective date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW48.18.545 and 2002 ¢ 360 s 1 are each anended to read
as follows:

(1) For the purposes of this section:

(a) "Adverse action" has the sane neaning as defined in the fair
credit reporting act, 15 U S.C. Sec. 1681 et seq. Adverse actions
i nclude, but are not limted to:

(1) Cancellation, denial, or nonrenewal of personal insurance
cover age;

(1i) Charging a higher insurance premum for personal insurance
t han woul d have been offered if the credit history or insurance score
had been nore favorable, whether the charge is by:

(A) Application of a rating rule;

(B) Assignnment to a rating tier that does not have the | owest
avai l abl e rates; or
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(C© Placenent with an affiliate conpany that does not offer the
| onest rates available to the consuner within the affiliate group of
I nsurance conpani es; or

(iii1) Any reduction, adverse, or unfavorable change in the terns of
coverage or anount of any personal insurance due to a consuner's credit
hi story or insurance score. A reduction, adverse, or unfavorable
change in the terns of coverage occurs when

(A) Coverage provided to the consunmer is not as broad in scope as
coverage requested by the consuner but avail able to other insureds of
the insurer or any affiliate; or

(B) The consumer is not eligible for benefits such as dividends
that are available through affiliate insurers.

(b) "Affiliate" has the same neaning as defined in RCW
48. 31B. 005(1).

(c) "Consumer" neans an individual policyholder or applicant for
i nsur ance.

(d) "Consuner report"” has the sane neaning as defined in the fair
credit reporting act, 15 U S.C. Sec. 1681 et seq.

(e) "Credit history" mnmeans any witten, oral, or other
communi cation of any information by a consuner reporting agency bearing
on a consuner's creditworthiness, credit standing, or credit capacity
that is used or expected to be used, or collected in whole or in part,
for the purpose of serving as a factor in determning personal
i nsurance premuns or eligibility for coverage.

(f) "lInsurance score" neans a nunber or rating that is derived from
an algorithm conputer application, nodel, or other process that is
based in whole or in part on credit history.

(g) "Personal insurance" neans:

(1) Private passenger autonobile coverage;

(1) Honeowner' s cover age, i ncl udi ng nobi | e homeowner s,
manuf act ured honmeowners, condom ni um owners, and renter's coverage;

(ti1) Dwelling property coverage;

(iv) Earthquake coverage for a residence or personal property;

(v) Personal liability and theft coverage;

(vi) Personal inland marine coverage; and

(vii) Mechanical breakdown coverage for personal auto or hone
appl i ances.
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(h) "Prior credit history" neans the credit history obtained by the
insurer and used at the issuance or prior renewal of the policy.

(i) "Tier" means a category wthin a single insurer into which
insureds with substantially like insuring, risk or exposure factors,
and expense elenents are placed for purposes of determning rate or
prem um

(j) "Updated credit history" neans the npst recent version of any
credit history obtained by an insurer since issuance or prior renewal
of the policy.

(2) An insurer that takes adverse action against a consumer based
in whole or in part on credit history or insurance score shall provide
witten notice to the applicant or named insured. The notice nust
state the significant factors of the credit history or insurance score
that resulted in the adverse action. The insurer shall also informthe
consunmer that the consuner is entitled to a free copy of their consumner
report under the fair credit reporting act.

(3) An insurer shall not cancel or nonrenew personal insurance
based in whole or in part on a consunmer's credit history or insurance
score. An offer of placenent with an affiliate insurer does not
constitute cancellation or nonrenewal under this section. At renewal,
an _insurer shall not use a policyholder's updated credit history to
determ ne prem um when the updated credit history is less favorable to
the policyholder than the prior credit history. Nothing in this
section shall be construed to prevent an insurer from using factors
other than a policyholder's updated credit score in determ ning prem um
increases, or to prevent inclusion of a policyholder's prior credit
history in prem um decisions at renewal.

(4) An insurer may use credit history to deny personal insurance
only in conbination with other substantive underwiting factors. For
t he purposes of this subsection:

(a) "Deny" nmeans an insurer refuses to offer insurance coverage to
a consurmer;

(b) An offer of placenment with an affiliate insurer does not
constitute denial of coverage; and

(c) An insurer may reject an application when coverage is not bound
or cancel an insurance contract within the first sixty days after the
effective date of the contract.

(5) Insurers shall not deny personal insurance coverage based on:
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(a) The absence of credit history or the inability to determ ne the
consuner's credit history, if the insurer has received accurate and
conplete information fromthe consuner;

(b) The nunber of credit inquiries;

(c) Credit history or an insurance score based on collection
accounts identified with a nmedical industry code;

(d) The initial purchase or finance of a vehicle or house that adds
a new loan to the consuner's existing credit history, if evident from
the consuner report; however, an insurer nmay consider the bill paynent
hi story of any | oan, the total nunber of |oans, or both;

(e) The consuner's use of a particular type of credit card, charge
card, or debit card; or

(f) The consuner's total available line of credit; however, an
i nsurer may consider the total anmount of outstanding debt in relation
to the total available Iine of credit.

(6)(a) If disputed credit history is used to determne eligibility
for coverage and a consuner is placed with an affiliate that charges
hi gher premuns or offers |less favorable policy terns:

(i) The insurer shall reissue or rerate the policy retroactive to
the effective date of the current policy term and

(ii) The policy, as reissued or rerated, shall provide premuns and
policy terms the consuner would have been eligible for if accurate
credit history had been used to determne eligibility.

(b) This subsection only applies if the consuner resolves the
di spute under the process set forth in the fair credit reporting act
and notifies the insurer in witing that the di spute has been resol ved.

(7) The conm ssioner may adopt rules to inplenent this section.

(8) This section applies to all personal insurance policies issued
or renewed after January 1, 20083.

NEW SECTION. Sec. 2. This act takes effect Decenber 31, 2005.

~-- END ---
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